This paper examined the location choices of Chinese outward FDI (OFDI) from 2005-2016 with a particular focus on the Association of Southeast Asian Nations (ASEAN) countries. It was found that Chinese OFDI in ASEAN countries was generally focused on areas that had large potential markets and low tax rates. Unlike previous studies, it was found that primary and secondary industry labor costs were the main motivators rather than resource-seeking. The business environment in the host countries was also found to have positive and significant effects on Chinese OFDI location choice for the agricultural, mining, construction, and information industries. The insights in this paper could provide useful suggestions for both governments and investors.
Introduction
The world economy recovered slowly after the international financial crisis in 2008, with the past few years seeing a rise in de-globalization and trade protectionism. To pursue sustainable development in this new normal state, the "One Belt and One Road" (OBOR) initiative was proposed by the Chinese government in 2013. ASEAN countries except for Hong Kong have been a key focus for Chinese outward FDI (OFDI), with Chinese OFDI stocks in ASEAN countries increasing year-on-year to $ 71.554 billion by the end of 2016; however, the share of total Chinese OFDI stocks was only 5.3 percent and was declining. Therefore, to improve the efficiency of Chinese OFDI in ASEAN countries, a reasonable industrial system needs to be established across ASEAN countries based on Chinese OFDI industrial layout policies. Under the OBOR initiative [1], investment promotion research singled out and encouraged several key industries to invest in OBOR countries based on the strategic development demands of both China and the OBOR countries. Therefore, understanding Chinese OFDI location choices in specific industries can lead to meaningful policy suggestions for both the host countries and the home country. Home country investors (in this case China) can understand the various factors affecting the OFDI in each industry and select the most appropriate OFDI host countries, and in the host countries, the government can work on providing the specific factors needed to attract more Chinese OFDI to particular industry. With appropriate Chinese investor decisions and a favorable business environment in the host countries, the efficiency of Chinese OFDI could be significantly improved [2] . However, as most existing studies have analyzed Chinese OFDI location choice determinants based on aggregate OFDI data [3] [4] [5] [6] [7] [8] [9] , the specific determinants in each industry have not been distinguished. Further, because of potential extreme values, aggregate OFDI data can suffer from skewed data structures, which may adversely affect model fit and estimations [10] . To disentangle the impact of the different factors on the various sectors and reveal the motivations of Chinese FDI firms, Amighini et al. [11] used a bilateral greenfield FDI dataset separated by sector
Literature Review and Hypotheses Development
This section gives a literature review and hypotheses on how the motivations of Chinese OFDI industries and host country institutions collectively shape location choice.
Location Choice Motivations
Location choice is one of the most crucial OFDI decisions as it can have a profound impact on overseas investment efficiency [14, 15] . Mainstream theory on location choice identified four key OFDI motivations: market-seeking, natural resource-seeking, efficiency-seeking, and strategic asset-seeking [16, 17] .
Market size, which is used to analyze OFDI location choices, has been a popular variable in previous research and has proven to be positively related to OFDI [3, 4, 18] . Market size expansion stimulates market demand, decreases marginal costs for foreign investors, and assists in achieving better economies of scale [19] . However, the significance of the market size as an OFDI location choice motivator has fallen in recent years. For example, Kolstad and Wiig [6] split a sample into OECD and non-OECD countries and found that Chinese OFDI was attracted only to larger non-OECD country markets, and Ramasamy et al. [10] found that except for state-owned enterprises affiliated with local governments (SOELGs), which were attracted to smaller rich economies, the OFDI in private firms and other state-owned firms was significantly and positively correlated with the market size of the host economies.
Given the confusion in previous studies, this paper tested the attraction of market size by hypothesizing that:
Hypothesis 1 (H1). Chinese OFDI is attracted to countries with a large market size.
The procurement of natural resources has been found to be a key motivator in vertical FDI activities that need scarce or cheaper resources for the downstream production chain. Some empirical Chinese OFDI studies have found that Chinese OFDI was motivated by growing demands for primary resources [3] [4] [5] [6] ; however, other studies have had conflicting results on the significance of natural resources as an OFDI pull factor. For example, Bhaumik and Co [20] concluded that although there was a positive relationship with OFDI, the coefficient for natural resources was too small to make much economic sense. Combinations of abundant natural resources and weak institutions seem to attract Chinese OFDI. For example, Kolstad and Wiig [6] found that in countries in poor institutions, Chinese investment was attracted by natural resources, but in countries with good institutions, Chinese investment was discouraged by natural resources. Therefore, this paper hypothesizes that: Hypothesis 2 (H2). Chinese OFDI is attracted to countries that have a combination of abundant natural resources and small institutional distance. This paper tested this hypothesis using the interaction between political stability and natural resource variables as the independent variable.
Cheap labor has been an important comparative advantage in China. Buckley et al. [3] found that efficiency-seeking FDI was unlikely in China due to China's comparatively low labor cost levels. However, as the Chinese demographic dividend is gradually decreasing, labor costs are expected to increase in the medium to long term. Therefore, this paper retained labor costs as an independent variable and hypothesized that: Hypothesis 3 (H3). Chinese OFDI is more inclined to seek a lower labor cost.
Institutions and Industries
Institutional legitimacy is also required for investing firms to survive and succeed in challenging foreign environments [21] . Dunning and Lundan [22] proposed that it was necessary to incorporate institutional factors in an extension to the eclectic paradigm. Traditional FDI theory was established based on the developed country experiences, all of which had market-based institutions as the primary investment activity criteria. However, as developing countries generally lack formal market-based institutions and are characterized by significant government interference [23] , Chinese multinational enterprises (MNEs) are generally more tolerant of weak institutional environments because they have developed within riskier economic and political environments [3, 24] ; therefore, the institutional distance between the home country and host country plays an important role in OFDI location choice; that is, the greater the level of institutional risk in the home country, the less sensitive to institutional risk the MNEs tend to be. Further, as different industries are driven by different motivations and attracted to different institutions in the host countries, this paper hypothesizes that: Hypothesis 4 (H4). Chinese OFDI is attracted to countries that have a smaller institutional distance.
Hypothesis 5 (H5).
Chinese industrial OFDI is influenced by different motivational and institutional factors.
Data and Methodology
Based on location choice theory and the hypotheses, the empirical specifications included the motivations, the institutions, and their interactions as the independent variables.
Dependent Variable and Descriptive Statistics
The dependent variable data: the Chinese total and industrial OFDI stocks in the host country data for each year from 2005-2016: were extracted from the Statistical Bulletin of Chinese Foreign Direct Investment, which was edited by the Ministry of Commerce of China, the National Bureau of Statistics of China, and the State Administration of Foreign Exchange.
The industrial distribution for the total Chinese OFDI stocks is presented in Table 1 . The top five Chinese investment industries in the ASEAN countries were manufacturing, leasing and business services, wholesale and retail trade, mining, and finance, which respectively accounted for 15.30%, 13.55%, 13.28%, 11.11%, and 9.72% of total OFDI on average from 2007 to 2016. However, the finance industry OFDI, which accounted for 17.8% of total OFDI in 2007, had dropped to 6.4% by 2016. Despite media reports, the transportation industry also had a dramatic decline trend over this period. The ODFI industries that were gaining momentum were leasing and business services and real estate. 
Independent Variables
When accounting for the different Chinese OFDI location choices in ASEAN countries by industry, this paper followed recent research directions and sorted the independent variables into three categories: motivational, institutional and control.
Motivational Variables
Traditional Dunning investment motivation theory informed the selection of the following motivational variables.
Previous literature has not had any definitive results on the market-seeking motivations of Chinese OFDI, probably because the industrial distribution of Chinese OFDI was not considered in previous studies [13] . Therefore, GDP (gdp), GDP growth (gdpg), and market openness (openness) were selected to reflect the host country's market conditions: GDP (gdp) captures the market size of the host country with adjusted PPP rates allowing the GDP of the different countries to be compared with a standard measure; GDP growth (gdpg) captures the market potential of the host country and was measured by the annual GDP growth rate at market prices based on the constant local currency; and market openness (openness) captures the openness level of the host country and was measured using the ratio of total exports and imports of goods and service over GDP. The data for these three variables were taken from the World Bank National Accounts data and the OECD National Accounts data.
Labor costs (labor) capture efficiency-seeking motivations and was measured by the pay level of the employee relative to employee productivity in the host country. The data for labor costs (labor) were collected from the Global Competitiveness Report.
Natural resources (resource) was used to identify the resource-seeking motivation and was measured by the ratio of fuels, ores and metal exports to the GDP of the host country. The natural resources (resource) data were taken from the World Bank National Accounts data.
Institutional Variables
This paper introduces three variables that capture different institutional dimensions to assess the role of institutions. Political stability measured the political stability and the absence of violence/terrorism in the host country and was taken to be positively correlated with quality: the higher the score, the more stable the political situation in the host country. The rule of law (law) measured the host country's legal system, with higher scores indicating a more perfect legal system; however, as it is the institutional distance between the host and home country that influences location choice [25] , the political stability distance (politicsdis) and the rule of law distance (lawdis) were calculated and used in the estimations.
Trade facilitation (facilitation) was selected to evaluate the investment environment in the host country. Following [26] and [27] , this paper chose eighteen secondary indicators and then used principal component analysis to calculate the ASEAN countries' trade facilitation index from 2005 to 2016, with the higher the score, the better the investment environment.
Control Variables
Several control variables [28, 29] that were found to be important to OFDI location choice were added to the model, with the main control variables being exchange rate (exchangerate), inflation (inflation), unemployment (unemployment), and tax (tax). Although the empirical results on the relationship between exchange rates and OFDI is inconclusive, it is generally understood that host country currency appreciation lowers the expected nominal return in the home currency; therefore, the real exchange rate has been used to remove inflationary effects. Inflation (inflation) has been commonly used as a measure of macroeconomic stability in the host country. For example, Buckley et al. [3] and Amighini and Franco [13] found that inflation may have a positive and significant impact on FDI; however, other results on this variable have been mixed. Countries with high unemployment could indicate to foreign investors that the country's economy was in trouble, which could directly hinder foreign investment. Amighini and Franco [13] described the tax rate as a type of financial pressure and indicated that the expected symbol for this index could be negative. Therefore, this paper took the total tax rate for commercial profits (tax) as the measurement standard.
A detailed description of the variables is given in Table 2 , and the summary statistics are provided in Table 3 . 
Methodology
Unlike scenarios in which only a firm's OFDI motivations are considered as affecting location choice, this paper examined the effects that firm motivations, country institutions and macroeconomic characteristics collectively had on OFDI location choices in different industries, which were determined based on a dataset with 31 variables from 10 ASEAN host countries from 2005 to 2016.
As missing data for some important variables and listwise deletion could cause biased parameter estimates, the multiple imputation method was used to handle missing data. Derived using the Bayesian paradigm, multiple imputation has been found to be statistically valid from a randomization perspective. Estimation using multiple imputation has two steps: first, the imputations are generated under the chosen imputation model, then, the multiplied imputed data are analyzed using panel data regression. The basic estimation equation is as follows:
where i is the country, j is the total and industrial OFDI, and t is the year. To reduce the heteroscedasticity, the logarithmic forms for the non-ratio and non-negative variables were taken.
To test the significance of the market size in the OFDI location choice in the primary, secondary and tertiary industry sectors, the estimation equation was expressed as follows:
Results of Analysis and Discussion

Basic Mode Estimation Results
The estimation results for the basic model for eleven industries and the primary, secondary and tertiary industry sectors are shown in Tables 4 and 5 .
In Table 4 , the first column of the table shows the model estimation results with total OFDI as the dependent variable, and in the other columns, the total OFDI is divided into the 11 industrial OFDIs: agriculture (agri), leasing and business (busi), finance (fina), manufacturing (manu), wholesale and retail (whol), mining (mini), real estate (real), construction (cons), information (info), scientific research (scie), and transportation (tran).
The motivational variables, which were statistically significantly correlated for Chinese OFDI in previous studies, were not found to significantly affect the total or industrial Chinese OFDI in ASEAN countries. The most significant motivational variable was found to be GDP (lngdp), with lngdp being statistically positive at the 1% level in all models, which supported the strong Chinese OFDI seeking motivation found in previous studies [3, 30] . In other words, Chinese OFDI was attracted to countries that had larger market sizes. Lnlabor had a negative relationship with OFDI in the agriculture, manufacturing, wholesale, mining, construction, and information industries, which indicated that lower labor costs could attract greater OFDI to these industries. In recent years, because of China's rapidly aging population, the population benefit of ASEAN countries could be exploited; that is, the comparative advantage of cheaper labor costs in ASEAN countries could reduce production costs in Chinese OFDI firms. Business, finance, real estate, science, and transportation industries, all of which belong to the service/tertiary industry were not found to be sensitive to labor costs, possibly because demand for labor in the service industry was relatively higher than in other industries. For the institutional variables, politicsdis was found to be statistically insignificant, indicating that the political stability distance between the host and home countries did not affect OFDI. Lawdis was found to be statistically significantly correlated with OFDI in the finance industry, indicating that the smaller the legal distance between host and home countries, the greater the OFDI flows into the finance industry. Facilitation was found to be a more significant variable and had a positive relationship with OFDI, indicating that increasing the host country facilitation could attract greater OFDI in the agricultural, mining, construction, and information industries.
Tax was the most significant variable for the macroeconomic variables and was found to have a negative relationship with OFDI, indicating that lower taxes in host countries could attract greater Chinese OFDI. A change in the real exchange rate in the host countries was found to have a positive relationship with OFDI for business, indicating that currency appreciation in the ASEAN countries could attract greater Chinese OFDI, which was consistent with the findings in [31] study based on imperfect capital markets theory, which found that in countries with a lower internal cost of capital, an appreciation in the host country currency leads to an increase in the foreign firms' wealth and provides them with greater access to low-cost funds.
There were differences in the estimation results for total OFDI and industrial OFDI models. Market-seeking and efficiency-seeking were found to be the most significant motivational factors for Chinese OFDI in ASEAN countries, and tax was the most significant macroeconomic factor affecting location choice for Chinese OFDI activities. The effects of the institutional factors were heterogeneous for the different industrial OFDI. Table 5 shows the results for the model for the primary, secondary and tertiary industry sectors, from which it can be seen that the GDP in each industry had a significant relationship with OFDI; the larger the primary and tertiary industries, the greater the OFDI flow. lngdp, lnlabor, and tax were observed to have the same effect as in the basic model.
Robustness Checks
Alternative variables were chosen for the robustness checks. The lngdp was substituted with gdpg and openness, which measured the market potential and the openness levels in the host country, and interaction (the interaction between politicsdis and resource) was introduced into the extended model.
The endogeneity problem was also considered in the robustness checks. Not only do the independent variables affect Chinese OFDI investment, but they are also changed by the Chinese OFDI inflows. As OFDI inflows in the current period have no impact on the independent variables in the previous period, the new model included a one period lag for all independent variables. The extended models were as follows: 
Conclusions
This paper investigated the location choice of Chinese industrial OFDI in ASEAN countries from 2005-2016, the results from which make several important contributions to theory and practice. First, as this paper studied Chinese OFDI location choice from an industry perspective rather than focusing on gross items, some useful insights were gained. The results of the empirical study found that motivations and especially institutional factors were different for the total and industrial OFDI. Using industrial OFDI, the data revealed the specific relationships between the independent variables and each industrial OFDI, which are often hidden when only using total OFDI data. Unlike previous studies, this paper found that labor cost was an important motivating factor in the primary and secondary industry sectors and that resource-seeking was not a motivator for Chinese OFDI in ASEAN countries. Facilitation in the business environment in host countries was found to have positive and significant effects on location choice in the agricultural, mining, construction, and information industries.
Second, the results from this study provide useful decision information for both governments and investors. For the investors, OFDI can be made more accurately by understanding the positive and negative factors. For countries, the ASEAN economies could improve their business environments to attract a greater share of OFDI by, for example, improving international investment facilitation and developing preferential tax reduction or tax preference policies. By allowing investors to make choices and providing a favorable business environment in the host countries, Chinese OFDI efficiency could be improved, which could assist in meeting the aims of the OBOR initiative.
